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Message Text 
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PAGE 01 OTTAWA 01910 241746Z 

ACTION TRSE-00 

INFO OCT-01 EUR- 1 2 ISO-OO L-03 AID-05 CIAE-00 COME-OO 
EB-08 FRB-01 INR-07 NSAE-00 USIA-15 XMB-04 
OPIC-06 SP-02 LAB-04 SIL-01 OMB-01 IO-13 ABF-01 
H-02 /086W 

250532Z 082629/20 

R 241743Z MAR 77 

FM AMEMBASSY OTTAWA 

TO SECSTATE WASHDC 2895 

INFO AMCONSUL MONTREAL 

ALL OTHER CONSULATES IN CANADA (BY POUCH) 

UNCLAS OTTAWA 01910 

PASS TREASURY 

E.O. 11652: N/A 
TAGS: EFIN.CA 

SUBJECT: TAX TREATY NEGOTIATIONS AND TAXATION OF 
CONVENTIONS 

1 . IN RESPONSE TO CHANGES IN U.S. LAWS ON TAXATION OF 
EXPENDITURES FOR FOREIGN CONVENTIONS, FINANCE MINISTER 
MACDONALD HAS TOLD PARLIAMENT CANADA WILL SEEK A 
RECIPROCAL ARRANGEMENT WITH THE U.S. 

2. MACDONALD WAS ASKED IN PARLIAMENT MARCH 17 WHETHER, 

IN VIEW OF CANADA'S LARGE DEFICIT IN TOURISM. THE GOC 
WAS SEEKING "AN EXEMPTION OR OTHER ALTERATION" RE U.S. 

TAX LEGISLATION ON FOREIGN CONVENTIONS. 

3. MACDONALD REPLIED, "I DISCUSSED THE QUESTION WITH 
SECRETARY BLUMENTHAL. IT WAS POINTED OUT, OF COURSE, 

THAT CANADA AS WELL, IN ITS TAX LAWS, APPLIES RESTRICTIVE 
PROVISIONS WITH REGARD TO CONVENTIONS. AND IT WAS 
SUGGESTED BY ME THAT WE MIGHT SEEK SOME RECIPROCAL 
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PROVISIONS SO AS, ON ONE HAND, TO PROTECT TAXPAYERS 
GENERALLY, WHILE ON THE OTHER TO MAKE CERTAIN THAT THE 
LONG STANDING PRACTICE OF EXCHANGING CONVENTIONS ACROSS 
THE BORDER WILL CONTINUE. THAT IS A SUBJECT WHICH WILL 
BE ACTIVELY CONSIDERED IN THE TREATY NEGOTIATIONS WHICH 
ARE NOW REACHING THE COMPLETION STAGE." ENDERS 
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